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(3) Reduction for amounts recaptured. 
A separate limitation loss account is 
reduced by the amount of any separate 
limitation income that is earned in the 
same separate category as the separate 
limitation loss that resulted in the ac-
count and that is recharacterized in ac-
cordance with § 1.904(f)–8T (relating to 
recapture of separate limitation losses) 
or section 904(f)(5)(F) (relating to re-
capture of separate limitation loss ac-
counts out of gain realized from dis-
positions). 

(f) Effective/applicability date. This 
section applies to taxpayers that sus-
tain separate limitation losses in tax-
able years beginning after December 21, 
2007. For taxable years beginning after 
December 31, 1986, and on or before De-
cember 21, 2007, see section 904(f)(5). 

(g) Expiration date. The applicability 
of this section expires on December 20, 
2010. 

[T.D. 9371, 72 FR 72598, Dec. 21, 2007] 

§ 1.904(f)–8 Recapture of separate limi-
tation loss accounts. 

[Reserved] For further guidance, see 
§ 1.904(f)–8T. 

[T.D. 9371, 72 FR 72598, Dec. 21, 2007] 

§ 1.904(f)–8T Recapture of separate 
limitation loss accounts (tem-
porary). 

(a) In general. A taxpayer shall recap-
ture a separate limitation loss account 
as provided in this section. If the tax-
payer has a separate limitation loss ac-
count or accounts in any separate cat-
egory (the ‘‘loss category’’) and the 
loss category has income in a subse-
quent taxable year, the income shall be 
recharacterized as income in that other 
category or categories. The amount of 
income recharacterized shall not ex-
ceed the separate limitation loss ac-
counts for the loss category as deter-
mined under § 1.904(f)–7T, including the 
aggregate separate limitation loss ac-
counts from the loss category not pre-
viously recaptured under this para-
graph (a). If the taxpayer has more 
than one separate limitation loss ac-
count in a loss category, and there is 
not enough income in the loss category 
to recapture the entire amount in all 
the loss accounts, then separate limita-
tion income in the loss category shall 

be recharacterized as separate limita-
tion income in the separate limitation 
loss categories on a proportionate 
basis. This is determined by multi-
plying the total separate limitation in-
come subject to recapture by a frac-
tion, the numerator of which is the 
amount in a particular loss account 
and the denominator of which is the 
total amount in all loss accounts for 
the separate category. 

(b) Effect of recapture of separate limi-
tation income on associated taxes. Re-
characterization of income under para-
graph (a) of this section shall not re-
sult in the recharacterization of any 
tax. The rules of § 1.904–6, including the 
rules that the taxes are allocated on an 
annual basis and that foreign taxes 
paid on U.S. source income shall be al-
located to the separate category that 
includes that U.S. source income (see 
§ 1.904–6(a)), shall apply for purposes of 
allocating taxes to separate categories. 
Allocation of taxes pursuant to § 1.904– 
6 shall be made before the recapture of 
any separate limitation loss accounts 
of the taxpayer pursuant to the rules of 
this section. 

(c) Effective/applicability date. This 
section applies to taxpayers that sus-
tain separate limitation losses in tax-
able years beginning after December 21, 
2007. For taxable years beginning after 
December 31, 1986, and on or before De-
cember 21, 2007, see section 904(f)(5). 

(d) Expiration date. The applicability 
of this section expires on December 20, 
2010. 

[T.D. 9371, 72 FR 72598, Dec. 21, 2007] 

§§ 1.904(f)–9—1.904(f)–11 [Reserved] 

§ 1.904(f)–12 Transition rules. 
(a) Recapture in years beginning after 

December 31, 1986, of overall foreign losses 
incurred in taxable years beginning before 
January 1, 1987—(1) In general. If a tax-
payer has a balance in an overall for-
eign loss account at the end of its last 
taxable year beginning before January 
1, 1987 (pre-effective date years), the 
amount of that balance shall be recap-
tured in subsequent years by re-
characterizing income received in the 
income category described in section 
904(d) as in effect for taxable years be-
ginning after December 31, 1986 (post- 
effective date years), that is analogous 
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